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ecuted and filed with the Comptroller of 

the Currency their organization certifi- 

cates, and are therefore bodies corporate 
within the meaning of the Federal Reserve Act. As 
such they are now empowered to take the various 
steps leading to organization. 


Richmond District Nominates Directors. 


The Fifth Regional District is the first to 
organize by the selection of a board of directors. 
At a convention of member banks, held at Rich- 
mond, Virginia, May 18th, this district adopted a 
methed of selecting directors of classes “‘A’’ and 
“B’’ which simplified the complicated requirements 
of the statute. As there were no precedents to 
govern the conduct of such a gathering, the 
bankers from Maryland, Virginia, West Virginia, 
North Carolina, South Carolina and the District of 
Columbia, who gathered to the number of twe 
hundred and fifty to devise a method of uniting 
upon the six persons to be placed in nomination 
for directors of the Federal Reserve Bank of Rich- 
mond, went into the meeting realizing that a def- 
inite program would have to be presented and 
adopted before the sentiment of those assembled 
could be tested and a conclusion reached. 

Mr. R. G. Rhett, President of the Peoples 
National Bank of Charleston, S. C., was chosen as 
petmanent chairman. A committee on credentials, 
composed of one representative from each State and 
the District of Columbia, was appointed to pass 
upon the right of each delegate to membership in 
the meeting. The committee recommended in its 
report, which was adopted by the convention, that 
éach of the six political divisions of the Fifth 
Reserve District should pass upon the credentials 
of representatives from that State or District and 
certify the names of qualified delegates to the com- 
mittee on credentials, but that proxies either written 
or Orai should not be recognized. 


Political Subdivisions Recogmized. 


A committee on program, composed of three 
representatives from each State and the District of 
Columbia, to be selected by the delegation from 
each State and District, was appointed and clothed 
with power tO present a pian whereby six names 
should be brought before the convention to be con- 
sidered for the three directors of class “‘A’’ and the 
three directors of class ‘‘B’’. 


URING the month just closed all twelve 
of the Federal Reserve banks have ex- 
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As the law provides that all the banks im the 
Federal Reserve District shall be divided arbi- 
trarily, for the purpose of electing the six direc- 
tors, into three groups according to capital and 
surplus, the convention bound itself to nominate 
and vote for the directors of class ‘‘A’’ and the 
directors of class ‘‘B’’ which should be allotted to 


each group. 
The first important decision of the committee 


‘was to recognize Maryland, Virginia, West Vir- 
ginia, North Carolina, South Carolina and the Dis- 


trict of Columbia as six separate and distinct 


‘political er geographical subdivisions of the Fifth 


Federal Reserve District, and to agree that each 
subdivision should be entitled to one director on 
the board of the Federal Reserve Bank. Then 
came a struggle te determine which subdivisions of 
the District should be represented by directors of 
class ‘‘A’’. As each member of the committee 
wazted a director of class ‘‘A’’ assigned te his 
subdivision, little headway was made until it was 


\decided to recommend to the convention that each 
‘State and District withdraw, nominate one name 


for a class “‘A”’ director and one fora class “‘B”’ 
director in each of the three groups provided for by 
the law, making six names to be submitted by each 
State, and to certify the names thus selected to 
the committee. As all the bank members of the 
Reserve system in the District of Columbia belong 
to Group 1, which is composed of banks having a 
capital and surplus in excess of $140,000, only 
thirty-two names instead of thirty-six were sub- 
mitted to the program committee from which ulti- 
mately six were to be selected. The convention 
adopted the suggestion of the program committee 
and the delegates from the five States and the Dis- 
trict of Columbia withdrew and selected the names 
of those they desired for directors of class ‘‘A’’ 
and those for class ‘“B’’, if that class should be 
assigned to them. 


How Names Were Chosen. 


It was decided, after each representative im the 
committee had pledged himself to abide by the de- 
cision of the majority, that a vote should be taken 
on the names submitted and not onthe class to 
be assigned to each State and the District of 
Columbia. On the vote Mr. Waldo Newcomer, 
Banker of Baftimore, Md., Col. John F. Bruton, 
Banker of Wilson, N. C., and Mr. Edwim Mann, 
Banker of Bluefield, W. Va., were recommended 
to the convention for directorships of class ‘‘A’”’; 
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and Mr. George J. Seay, Business-man of Rich- 
mond, Va., Mr. James F. Oyster, Business-man of 
Washington, D. C., and Mr. D. R. Coker, Mer- 
chant and Farmer of Hartsville, S. C., were 
recommended to the convention for directorships 
of class ‘“B’’. 

The report of the program committee was 
adopted by the convention after a spirited discus- 
sion. During the debate on the adoption of the 
report, it was made clear that the intent and pur- 
pose of the delegates from each member of the 
Reserve District had been crystallized, first in the 
meeting of the representatives of each State and 
District, and secondly by the majority vote in the 
program committee, which entirely eliminated the 
element of chance; and as it became apparent that 
the three class ‘‘A’’ places could not be distributed 
equally among six aspirants, the meeting adopted 
the report as the only fair and practical way of 
solving the difficult problem. 

In short, two hundred and fifty business-men 
gathered for a serious purpose, each one determined 
to proceed in an orderly way to achieve a common 
end and accept victory or defeat gracefully. The 
State of Virginia saw the committee pass by its 
array of able bankers and select a business-man in 
preference, thus placing its representatives in class 

B’’. But it made no protest. In a like spirit 
South Carolina and the District of Columbia 
each accepted its allotment, and all realized that 
after all the most important result was the unani- 
mous decision to recognize each geographical sub- 
division in the District and permit its representa- 
tives to name the man best fitted to be a candidate 
for the class assigned to it. 

A majority of the banks in the Fifth Federal 
Reserve District were represented, and, as they are 
in honor bound to vote for names adopted by the 
convention, the persons named will be elected. 


The Candidates. 


Group No. 1, in the Fifth Federal Reserve Dis- 
trict, comprising banks with a capital and surplus 
in excess of $140,000 will nominate, and their 
electors will vote for 

Waldo Newcomer, of Baltimore, for director in 
class “‘A’’. 

George J. Seay, of Richmond, for director in 
class ‘‘ B’’. 

Group 2, comprising banks with a capital and 
surplus less than $140,000 but more than $60,000, 
will nominate and their directors will vote for 

Col. John F. Bruton, of Wilson, N.C., for 
director in class ‘‘A’’. 

D. R. Coker, of Hartsville, S. C., for director 
in class ‘‘ B’’. 

Group 3, comprising banks with a capital and 
surplus less than $60,000 will nominate and their 
electors will vote for 

Edwin Mann, of Bluefield, W. Va., for director 
in class A’’. 

James F. Oy: 
director in class ‘ 





ster, of Washington, D.C., for a 
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Secretary Elliott Gives Administration Views. 


Mr. Milton C. Elliott, Secretary of the Organ- 
ization Committee, attended the convention at 
Richmond and favored it with an address in which 
he outlined the requirements of the law with re- 
spect to the organization of Federal Reserve banks. 
In view of the work of organization now being 
undertaken in the remaining eleven districts, it is 
thought it will serve a useful purpose to review as 
above the proceedings of the Richmond convention 
and to publish Mr. Elliott’s instructive address, 
which is as follows : 

Mr. Chairman and Gentlemen representing the 
member banks of Federal Reserve District No. 5: 

It is a very great pleasure to be permitted to 
be here and to join with you in the discussion of 
the vitally important questions you have to con- 
sider to-day. It has been my good fortune to be 
connected with the Reserve Bank Organization 
Committee which is charged with the duty of or- 
ganizing the Federal Reserve banks created by the 
recent Act of Congress known as the Federal Re- 
serve Act, and I can therefore fully appreciate the 
importance of the next step in the organization of 





‘these banks, namely, the election of directors. 


In a comparatively short time the Organization 
Committee will have completed its work of incor- 
poration and the duty will then devolve upon the 
various Boards of Directors to take charge of and 
consummate the organization of the Federal Re- 
serve banks of the several districts. 

To illustrate the importance of the main ques- 
tion which is to be considered at this meeting it 
might not be amiss to refer very briefly to the 
history of the Federal Reserve Act and to call your 
attention to the steps which have been taken in 
order to carry out the provisions of this Act. 

It is not my purpose to tire your patience with 
a discussion in detail of the defects of what is known 
as the National Bank Act under which our national 
banking system has been operated since 1864. 
That this Act was defective and has been known 
to be defective by the bankers generally is an ad- 
mitted fact. That it has been the subject of sixty- 
odd special amendments in addition to a number of 
acts of a general nature affecting the national banks 
is sufficiently indicative of the fact that the system 
was far from perfect. 


In addition to these amendments the Comp- 
troller of the Currency, in accordance with the duty 
imposed upon him by law, has annually recom- 
mended changes in the system. 


When we consider the nature of the amend-: 
ments passed we find that from 1864 to 1914 the 
changes have not been of a substantial character but 
simply a matter of change in certain details; for 
example, of all the recommendations made by the 
Comptroller the only material amendments brought 
about have been those which have increased the 
lending power of the banks without in any way 
safeguarding the security of the depositor. 

The Federal Reserve Act of 1913 was accord- 
ingly the first attempt to fundamentally and radi- 
cally alter our banking system with the view of 
providing a more perfect and practicable system of 


























banking. As a consequence there was the usual 
opposition that necessarily follows any effort to 
carry out purely constructive legislation. 

After a very vigorous fight before the Senate 
and House Committees, and after a most careful 
and exhaustive study of the situation by those 
committees, the Federal Reserve Act was passed, 
approved by the President, and became a law of 
the United States on December 23, 1913. 


General Acceptance of the Act Gratifying. 


It must bea source of great gratification to 
those who advocated and brought about the pass- 
age of this bill to observe the spirit of co-operation 
and vital interest on the part of bankers which has 
taken the place of all forms of opposition. ‘Those 
who had the courage to undertake what Congress 
had so long refrained from undertaking realized, of 
course, that the success of the system must ulti- 
mately rest with the bankers, and their attitude as 
shown up to this point must remove any doubt of 
its ultimate success even from the most sceptical 
critic. 

Under the terms of this Act the Reserve Bank 
Organization Committee was created and began its 
work in the first part of January, 1914. In ac- 
cordance with the provisions of the Act the Com- 
mittee immediately sent out notices to all of the 
national banks of the United States, calling upon 
them to signify their intention whether or not they 
desired to become members of this new system, or 

‘whether they preferred to withdraw and to operate 
under State charters or to go into liquidation. 

Out of a total of approximately seventy-five 
hundred national banks operating in the Conti- 
nental United States at that time, there were 
practically no withdrawals. 

In sending out notices to such banks to signify 
their intention in this matter, for convenience in 
filing, the resolution of acceptance of the provis- 
ions of the Act was printed on a white card and 
the resolution of non-acceptance on a blue card. 
When these resolutions were returned it was found 
in the beginning that about fourteen out of the 
seventy-five hundred national banks returned blue 
cards signifying their intention to withdraw, but 
upon investigation it was ascertained that in almost 
every instance the blue card was either sent in 
through error or that the bank had before the 
passage of the Act determined to go into liquida- 
tion. Accordingly within the sixty-day time limit 
specified by the Act practically all national banks 
had given notice of their intention to enter the 
system. 

The next step in placing this Act in operation 
consisted in designating not less than eight or more 
than twelve Federal Reserve cities and defining the 
geographical limits of the districts to be served. 
This work, after an exhaustive study of general as 
well as banking conditions, was completed by the 
Committee, and the banks in each district were 
immediately called upon to send in their subscrip- 
tions or applications for stock in the Federal Re- 
serve Bank of their respective districts. 

Thirty days were allowed by statute for all 
banks to call meetings of their boards of directors, 





execute their applications and file them with the 
Organization Committee. 

At the expiration of this thirty days, May 8, 
1914, twenty-two banks out of a total of approx- 
imately seventy-five hundred had not been heard 
from, but practically all of these applications were 
subsequently found to have been in transit when 
the time expired. 


No Public Stock to Be Sold. 


On May 8th, the minimum amount prescribed 
by the statute had been subscribed in every district 
with a large margin and without the necessity for 
the sale of any public stock, or the sale of any 
stock to the United States Government, and with- 
out including the subscriptions of the State banks 
and trust companies eligible to membership. 

Five banks in each district were designated by 
the Committee to execute the certificate of organi- 
zation for each Federal Reserve Bank and by ar- 
rangement with these banks and with the clearing 
house associations of each Federal Reserve city, 
the certificates of organization will be executed 
to-day by the designated banks in every district ex- 
cept one, and the only reason that this district is 
not included is that it was impossible to have the 
certificate of organization prepared by the Com- 
mittee reach San Francisco in time to be executed 
to-day. 

Before the end of the week, therefore, every 
Federal Reserve Bank in the United States will 
have been incorporated. 


How Directors Should Be Elected. 


This brings us to perhaps the most important 
step in the organization of the Federal Reserve 
banks, namely the election of directors. 

It is, I understand, the purpose of this meet- 
ing to consider primarily the subject of the election 
of class “‘A’’ and class ‘‘B’’ directors, and it is 
to this particular question that I desire to direct 
your attention. 

The operation of a Federal Reserve Bank, a 
national bank, or any other form of corporation is 
of course in its final analysis dependent for its suc- 
cess upon conservatism and business judgment of 
its management. This is not only important in 
the case of Federal Reserve banks, but is possi- 
bly more important in this instance than in the case 
of any other form of corporation. 

In the case of a purely private corporation, its 
success or failure affects only a comparatively small 
number of stockholders and creditors. The suc- 
cess or failure of a quasi public corporation, for 
example, of a railroad, telephone or other public 
service corporation, affects its individual stock- 
holders and a part of the public which is more or 
less localized. "The success or failure, however, of 
a Federal Reserve Bank affects not merely its mem- 
ber banks, not merely a small part of the public, 
but our national interest and welfare. 

When, therefore, the Organization Committee 
has performed the duties imposed upon it by law; 
has organized twelve Federal Reserve banks, has 
called for the subscriptions to stock, and when the 
Federal Reserve Board, which is to have the super- 
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vision of this important branch ef eur national 
life, has been organized and has appeinted three 
class “‘C” directors fer each Federal Reserve Bank, 
these twelve entities or corporations will be turned 
ever to a board of directors to consist of nine mem- 
bers, and the future success of each Kederal Re- 
serve Bank and of the co-ordinated whole will in 
the final analysis rest to a very great extent upon 
the ability and capacity of its board. 


Responsibility of Directors. 


It hes become almost an axiom among those 
whe have been connected with the supervision of 
eur bankivg system that where directors direct 
faidwres rarely occur. 

The Comptroller of the Currency is required 
annually to repert to Congress the causes of failure 
af national banks. A study of this report will in- 
dicate that the failures resulting from criminal 
violations such as misapplication of funds and em- 
bezziement are in the minority, and that in the 
majority of instances the failure results more from 
misfeasance or neglect on the part of the board of 
directors than from malfeasance or crime on the 
part of officers or employees. 

‘The popular conception of a national bank ex- 
aminer is in error. The examiner is not merely a 
bookkeeping detective looking for misapplicatians 
and false entries; but the examiner who obtains 
the best results in this field of operation is the one 
who can keep up the interest of the directors and 
can be assured that the bank’s management is re- 
ceiving their care and attention. 


The duties and responsibilities of the directors 
of Federal Reserve banks will be of the same gen- 
eral character, with an added degree of responsi- 
bility, as the duties and responsibilities of directars 
of national or member banks. 

Section 4 ef the Federal Reserve Act provides 
among other things that 


“*” 





Bvery Federal Reserve Bank shall he under 
the supervision and control of a board of directers. 

‘The Board of Directors shall perform the duties usuaily 
e@npe te the of directors of associa- 
tions and all such duties as are tag Sage by lew. 

Roard shall administer the afieirs of said bank 
fairly and impartially and without discrimination in fawor of 

er against or ae bank or banks and shalt. subject to 

the of law and the orders of the Federal Reserve 

Board. extend to each member — such discounts, ——— 

ments and accommodations as may safely 

gin madawrth due Teeard for the chims and demands anda of 

ether member banks. 

From this it will be observed that the Federal 
Reserve banks are to exercise the functions of 
hanks and are not merely an association of other 
banks. 

When this section is read in conmection with 
Section 13 relating to rediscounts and other powers 
of Federal Reserve banks, and with Section 16, 
which provides in effect that the United States 
Government shall lend its credit through the issu- 
ance of Federal Reserve notes to these banks, it is 
apparent that the duties and obligations of the 
directors of Federal Reserve banks are not honorary 
but that those who undertake these important ob- 
Neeson are factors in a great co-ordinated system 

ef bauking. 


While the management of the Federal Reserve 
banks will be relieved from many of the problems 
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and difficulties of individual banks, and will deal 
primarily with certain definite depositors and cus- 
tomers—the member banks—the respansibilities of 
their directors will be increased by reason of the 
fact that they have at stake not only the invest- 
ment of the depositors’ funds, but the investment 
of the national credit. 


In working ont a system which will insure 
conservative business management of these banks 
Congress has undertaken to create a board of di- 
a which is representative of the imterests in- 
volved. 


The Government, The Banks, The Borrower 
Represented. 


It is provided that the board of each Federal 
Reserve Bank shall consist of nine members, that 
one-third of this board, to be knowm as elass “C’’ 
directors, shall be selected by the Federal Reserve 
Board, which is in effect the representative of the 
United States Government ; that one-third shall be 
known as class “‘A’’ directors and shall consist of 
three members who shall be chosen by and be rep- 
resentative of the stockholding banks; and thet 
the remaining one-third, to be known as class 

‘B’’ directors, shall consist of three members who 
at the time of their election shall be actively en- 
gaged in their district in commerce, agriculture or 
some other industrial pursuit. The make-up of 
this board of directors is therefore representative 
first of the United States Government, secand of 
the stackhelding banks, and third of the business 
representatives who are in effect the creditors of 
ase part of the public which deals with member 
Ss. 


In other words, it will be observed that class 
““A”** consists of representatives of the banks or 
those who are intrusted with the funds of the 
business public for imvestment; class ‘“B’’ con- 
sists of representatives of the public who ase fur- 
nisbing these funds; and class ‘“C’’ comsists of the 
representatives of the Government, which under- 
takes to supervise the proper and conservative in- 
vestment of such funds. 


Tt must be remembered, however, that while 
these three interests are representative, that the 
Board when organized is a unit, and that this beard 
is charged with the management and control of the 
affairs of such banks. ‘The grouping or ctassifica- 
tion relates only to the manner of election, and not 
to their status after election. 


When by election by the member banks or by 
appoimtment by the Federal Reserve Board the 
eandidates become members of the board of direct- 
ers ef the Federal Reserve banks, the duties and 
obligations of each member are the same. Kt is 





true thet the Chairman or Federal Reserve Agent 
and the Deputy Chairman or Deputy Federal Re- 
serve Agent who are members of the board eccupy 
dual capacities in that they are the local represent- 
atives of the Federal Reserve Board in addition to 
being members of the board of directess. As mem- 
bers, however, their duties are similar te those of 
elass ‘‘A”’ and class “‘B’’ directoxs. 
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Duties of Directors Defined. The imebility of natienal banks cout ie 
. : cash their quick assets irrespective their 

The Committee has very naturally received a except hoon the accommedation of same other 


mumber of inquiries as to the duties of the Federal 
Reserve Bank Director, the time it will be neces- 
sary for him to devote to the affairs of the bank 
and the obligations and responsibilities he will 
incur. ‘There appears to be considerable diversity 
of opinion among bankers as indicated by these in- 
qguiries. A few are under the impression that the 
directors of the Federal Reserve banks will meet at 
infrequent imtervals fer the purpose of general dis- 
cussion of the bank’s affairs, while the majority 
have a more accurate and true conception and ap-| 4. 
preciate that the board will have to deal with a 
great many problems particularly during the con- 
structive period of this great system. 

A great deal has been said about the success 
or failure of the Federal Reserve system being 
wholly dependent mpon the personnel of the Fed- 
eral Reserve Board. While it is true that this 
Board will be charged with the general supervision 
of the operation of all Federal Reserve banks, the 
measure of success attained by amy Federal Reserve 
Bank will to a very great extent depend upon the 
personnel of its board of directors. In other words, 
it is important that a distinction should be made 
between the supervision of the Federal Reserve 
Board and the actual management intrusted to the 
board of directors of the Federal Reserve Bank. 

When we consider the successful operation of 
our banking system under the defective machinery 
heretofore provided by the National Bank Act, it 
would seem to be certain that if the boards of di- 
rectors of the several Federal Reserve banks are 
made up of mea who come within the category of 
directors whe direct, and are selected from candi- 
dates of ability and capacity, the suecess of every 
Federal Reserve Bank should be assured. 

As suggested, however, the first board of di- 
rectors of each Federal Reserve Bank will take 
over its management while the system is still in a 
constructive period, and the men first selected 
should be men of constructive ability, who can aud 
will assist in placing in operation the new system 
on a proper basis. 

A Federal Reserve Bank is net merely, as some 
suggest, a Governmental agency charged with cer- 
tam specific Governmental functions, but is a bank- 
ing corporation created and organized fer the pur- 
pose of engaging in the banking business within 
the limitations of the Federal Reserve Act. 


Financial System Depends on Suceess of Reserve 
Banks. 


Each member bank is not only imterested as a 
stockholder, but the strength of the Federal Re- 
serve Bank is the reserve strength of every member 
bank, aud the success of the Federal Reserve Bank 
means in the final analysis the successful develop- 
ment of that Federal Reserve district. 

It is through the elasticity givem to our cur- 
reney system and the power and ability of the Fed- 
eral Reserve Bank to rediseount commercial paper 
for member banks that proper development will be 
made possible im the districts served. 








bank has made it necessary te restrict aud curtail 
legitimate local investment. This has frequently 
resulted im arresting i 


subject to the same class and character of demands 

the depositing bank has made it frequently 
seca on for the depositing bank durimg periods 
of stringency to obtain its own cash resources for 
the purpose of development, and so what has been 
counted as reserve has at times proved to be reserve 
only in name. 


While the power, therefore, to make legitimate 
rediscounts for member banks is a mast important 
and necessary power, the responsibility of such 
rediscount is of a corresponding degree of import- 
ance, and this is but one of the many ibiliti 
and duties that will be assumed by the Federal 
Reserve Bank director. 


The Group Plan of Selecting Directors. 


In order to imsure a thoroughly representative 
board, Congress has provided that such boards shall 
not only consist of the three interests referred to, 
namely the Government, the banks, and the business 
interests, but that in making this selection each 
district shall be divided into three general groups 
or divisions; each group to contain, as nearly as 
may be, one-third of the aggregate mumber of 
member banks of similar capitalization. Each one 
of these groups will nominate and elect ane class 
““A’’ and one class ““B’’ director, so that the 
directors will be selected by and be representative 
of not only the stockholding banks asa whale but of 
the several classes of banks imcluded within each 
district. This does not meam that the board shall 
necessarily consist of officers or directors of the 
smallest banks as well as officers or directors of the 
largest, but that each class of banks shall have an 
opportunity to nominate and elect together with 
banks of similar capitalization, either from their 
own or from any other group, the candidate best 
suited in the opinion of such banks to perform the 
important duties assigned to the directors of Federal 
Reserve banks. 


In order to carry out the provisions of the Act 
the Committee will mail.as soon as possible to each 
member bank a printed list showing the hanks 
contained in the three groups of the district in 
which such bank is located, amd at the same tise 
or immediately thereafter will request such member 
bank to elect by ballot a district reserve elector 
authorized to cast its vote and to nominate one 
candidate for class “‘A’’ director and one candidate 
for class “‘B’’ director. 

When these nominations have been received a 
printed ballot will be prepared im accordance with 
the statute showing the name of each nominee and 
‘by whom nominated. ‘This bellot will be seut to 
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the district reserve electors of each group and will 
‘be in the form of a preferential ballot, that is to say, 
it will include three or more columns opposite the 
name of each nominee. ‘The district reserve elector 
will be requested to indicate in the first column 
his: first choice for class ‘‘A’’ director, in the 
second column his second choice for class ‘‘A’’ 
director, in the third column his third choice for 
class ‘!A’’ director, and in the fourth column any 
‘other choices he may have. On a similar ballot 
each elector will be requested to indicate his first, 
second, third, and other choices for a class ‘‘B’’ 
director. 

- When these ballots have been received by the 
Committee a poll will be taken of all the votes in 
‘each group and in accordance with the statute 
those receiving the necessary number of votes in 
any group will be declared elected. 


Steps to be taken by the Boards of Directors. 


“°' "When the class “‘A’’ and class “‘B’’ directors 
have been thus elected and the Federal Reserve 
Board has appointed the three class “‘C’’ directors, 
this board of nine will take charge of and complete 
the-organization of the Federal Reserve Bank. It 
will be necessary to obtain proper banking quarters 
and facilities for the conduct of its business, to 
adopt by-laws for its management, to select the 
necessary employees and to place the bank in 
actual operation. 

~* Tt ishoped and believed that the member banks 
‘will respond promptly to the request of the Com- 
mittee to elect their electors and to nominate 
their candidates and that the electors will return 
promptly their ballots so that the election may be 
completed with as little delay as possible and the 
boards of directors may take over the management 
and complete the organization of the several Federal 
‘Reserve banks. 

It is obvious that the time in which these banks 
will be placed in actual operation will depend upon 
the promptness with which the member banks 
comply with the requirements of the statute. 

If the same interest and co-operation is shown 
that has been shown up tothis point, the establish- 
ment of the Federal Reserve banks should be an 
accomplished fact in ample time to enable them 
to meet the Fall requirements. 

When the system is in operation those who are 
responsible for this great constructive legislation 
will have realized the purpose of the Act to furnish 
an elastic currency; to afford means of rediscount- 
ing commercial paper and to establish a more 
effective supervision over banking in the United 
States. 


Details of Organization. 


Under date of May 6, the Organization Com- 
mittee sent out the following communication giving 
information as to the steps to be taken in the selec- 
tion of Reserve Bank directors. 

Srr: In answer to a number of inquiries received 
and in. order to ite the organization of the several 
‘Federal Reserve banks, your attention is called to the steps 
still to be taken before such banks can be fully organized, 

. icularly to the method of election of class ‘‘A’’ and 








Execution of Certificate. 


Section 4, paragraph 2, reads as follows: 


When the minimum amount of capital stock prescribed by this 
Act for the organization of any Federal Reserve Bank shall have been 
subscribed and allotted, the Organization Committee shall designate 
any five banks of those whose applications have been received, to ex- 
ecute a certificate of organization, and thereupon the banks so desig- 
nated shall, under their seals, make an organization certificate which 
shall specifically state, etc. an - - 
In accordance with this provision the Committee will, 
not later than May goth, designate five banks in each district 
to execute the organization certificate provided for. To 
facilitate the incorporation of such banks the representatives 
of the banks so designated will be requested to meet promptly 
in the Federal Reserve City of their respective districts so 
that the certificate which has been prepared by the Committee 
may be executed and filed with the Comptroller of the 
Currency. When this has been done all subscribing banks, 
under the Committee’s interpretation, will be treated as 
member banks, and the election of electors and the nomina- 
tion of Directors may be immediately proceeded with. 





Election of Directors. 


A later paragraph of Section 4 of the Federal Reserve 
Act reads in part as follows: 


The Chairman of the Board of Directors of the Federal Reserve 
Bank of the district in which the bank is situated or, pending the ap- 
pointment of such Chairman, the Organization Committee, shall 
classify the member banks of the district into three general groups or 
divisions. Each group shall contain as nearly as may be one-third of 
the aggregate number of the member banks of the district and shall 
consist, as nearly as may be, of banks of similar capitalization. The 
groups shall be designated by number, by the Chairman. 





.Grouping of Banks. 





In accordance with the above provision the Organiza- 
tion Committee will divide the banks of your district into 
three groups. 

Group No. 1 will contain approximately one-third of 
the aggregate number of banks in your district and will be 
composed of banks of the largest capitalization. 

Group No. 2 will include approximately one-third of 
the aggregate number of banks in your district and will em- 
brace the banks having the next largest capitalization. 

Group No. 3 will include approximately one-third of 
the aggregate number of banks in your district, being com- 
posed of those having the smallest capitalization. 

While, under the terms of the statute, banks can not be 
officially grouped until the Federal Reserve banks are in- 
corporated, that is to say, until the organization certificate 
has been filed with the Comptroller of the Currency, an 
analysis has been made of those banks which have signified 
their intention to subscribe and for your information there 
is attached hereto as ‘‘Exhibit A’’ a tentative analysis which 
will show, with slight variation, the group to which the banks 
of each of the several districts will be assigned. 


District Reserve Electors. 


Section 4, continuing, reads as follows: 


Ata regularly called meeting of the Board of Directors of each 
member bank in the district, it shall elect by ballot a district reserve 
elector and shall certify his name to the Chairman of the Board of 
Directors of the Federal Reserve Bank of the district. The Chairman 
shall make lists of the district reserve electors thus named by banks in 
each of the aforesaid three groups, and shall transmit one list to each 
elector in each group. y i Bahl 

As all banks are required to send in their subscriptions 


not later than May 8th, it is expected that the organization 
certificate will be filed with the Comptroller of the Currency 
by the several Federal Reserve banks immediately there- 
after, and it is, of course, desirable that the class ‘“‘A’’ and 
class ‘‘B’’ directors should be regularly elected as soon there- 
after as possible, and the class ‘‘C’’ Directors appointed by 
the Federal Reserve Board. 

Accordingly, if the member banks will arrange to hold 
meetings of their directors promptly, after the Federal Re- 
serve banks are incorporated, for the purpose of electing 
district reserve electors, and nominating candidates for class 
‘‘A”’ and class ‘‘B’’ Directors, the organization of the Federal 
Reserve banks will be greatly facilitated. 

The manifest purpose of electing district reserve elec- 
tors is to obviate the necessity of convening the 
of the various member banks in order to vote on the nomi- 
nees, and as no elector should represent more than one bank 
it is suggested that each member bank select one of its own 








and parti 
class ‘‘B’”’ directors by the member banks. 
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officers or directors to act in this capacity. 
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Nomination of Candidates. 


Section 4, continuing further, reads as follows: 


Each member bank shall be permitted to nominate to the chair- 
man one candidate for director of class ‘‘A” and one candidate for 
director of class ‘‘ B.’’ The candidates so nominated shall be listed by 
the chairman, indicating by whom nominated, and a copy of said list 
shall, within fifteen days after its completion, be furnished by the 
Chairman to each elector. 


Under the Federal Reserve Act the Organization Com- 
mittee, prior to the selection of class ‘‘C’’ directors, performs 
the duties and has the authority of the class ‘‘C’’ director 
who is chairman of the board of each Federal Reserve Bank. 

Under the provisions of Section 4, directors of class ‘‘A’’ 
shall be chosen by and be representative of the stockholding 
banks. 

Directors of class ‘‘B’’ shall, at the time of their elec- 
tion, be actively engaged in their district in commerce, agri- 
culture, or some other industrial pursuit. 

The elector does not select the nominees whose names 
are to be placed on the ballot for class ‘‘A’’ and class ‘‘B’”’ 
directorships, but the sole duty of the elector is to vote on 
the candidates after they have been nominated. 

At the same meeting at which the district reserve 
elector is elected, each member bank may, by its board of 
directors, nominate for its respective group, one candidate 
for class ‘‘A’’ and one candidate for class ‘‘B’’ directors. 

Candidates for class ‘‘A’’ should be residents of the 
district and should be representative of the banks of the 
district. They may be officers, directors, or stockholders of 
any of the member banks located in the district and need 
not necessarily be officers, directors, or stockholders of any 
bank of the | pacaped group of banks placing them in nom- 
ination, or of any other bank. 

In like manner, directors of class ‘‘B’’ must be res- 
idents of the district and must be engaged in commerce, 
agriculture, or some other industrial pursuit. Accordingly, 
if any attorney, physician, or other professional man, is 
placed in nomination, it must appear that such nominee is 
also engaged in one of the pursuits specified by the statute. 
Class ‘‘B’’ directors can not be stockholders, officers or 
directors in any bank. (N. B. This sentence was changed 
by a circular letter, dated May 11, to read: ‘‘No director of 
class ‘‘B’’ shall be an officer, director, or employee of 
any bank’’.) 

Forms will be mailed to each member bank in each 
district for use in reporting to the Organization Committee 
(which, until the selection of the chairman of the board of 
each Federal Reserve Bank by the Federal Reserve Board, 
shall act in the place of the said Chairman) the name of 
the district reserve elector; and the nominees of class ‘‘A’’ 
and class ‘‘ B’’ directors. 

When these forms shall have been received by the 
Organization Committee a list will be prepared of all 
district reserve electors, and mailed to each elector in each 
district in compliance with the statute. 

A form of ballot has also been prepared which will 
show the candidate for class ‘‘A’” and the candidate for 
class ‘‘ B’’ directors of each group and this ballot will be 
sent in due course to each district reserve elector, in order 








that his vote may be cast in accordance with the provisions 
of the statute. 

Each district reserve elector will indicate on this ballot 
his first, second, and third choices for one director of class 
‘‘A,”’ and his first, second, and third choices for one 
director of class ‘‘ B.”’ 

The ballot furnished will show all nominees of the 
oup and the name of the bank nominating each candi- 
te. 

Each group will elect one class ‘‘A’’ and one class 
“*B’’ director. The.electors will therefore vote only on the 
nominees of their own group, and not on all the nominees 
of their district. 

When these ballots have been received by the Organi- 
zation Committee, a poll will be made and the result of 
the election announced as early as practicable. 

When this announcement has been made and the 
Federal Reserve Board has named the three class ‘*C” 
directors in each district, the board of directors of each 
Federal Reserve Bank will be immediately convened, and 
organized, and this board will then adopt such by-laws and 
elect such officers as may be deemed necessary. 

The board of directors of each Federal Reserve Bank 
will also arrange for proper banking quarters and for the 
employment of the necessary clerical force in order to 
place the banks in operation as early as possible. ; 

The organization of the Federal Reserve banks in. 
those districts whose member banks act promptly will not 
be held back and delayed to keep pace with the organiza- 
tion of banks in other districts whose member banks are 
slow in taking action and in making their returns to the 
Organization Committee. 

It will be observed from the foregoing that the co- 
operation and prompt action of the member banks is im- 
portant in order to have the Federal Reserve banks ready 
for business at the earliest date practicable. 


Reserve Bank Organization Committee. 





On May 11, the Organization Committee des- 
ignated the banks in the various districts as set 
forth in the circular. 

In accordance with Section 4 of the Federal Reserve 
Act, the Reserve Bank Organization Committee has des- 
ignated the following banks to execute the Organization 
Certificate of the several Federal Reserve banks; 


DISTRICT=No, 1. 
Federal Reserve Bank of Boston. 


CONNECTICUT: First Bridgeport Nat. Bank, Bridgeport. 
MAINE: Casco National Bank, Portland. 
MASSACHUSETTS: National Shawmut Bank, Boston. 
NEW HAMPSHIRE: First National Bank, _ - Concord. 


RHODE ISLAND: National Bank of Commerce, Providence. 


DISTRICT No. 2. 
Federal Reserve Bank of New York. 


Irving National Bank, New York, 
National Park Bank, New York. 
National Commercial Bank, Albany. 
Marine National Bank, Buffalo. 
First National Bank, Syracuse. 


NEW YORK: 


Exureit A—Tentative analysis showing probable groups or divisions of member banks by districts. 








Group No. 1 


Group No. 2, Group No. 3, 





Dist.| Federal Reserve 


No. City. No. Aggregate capital | No. 


banks. member bank. banks. 








No. Aggregate capital 


of and surplus of each of |Aggregatecapital and surplus of each member bank.| of and surplus of each 


banks. member bank. 





11 EMR cock. 245 | 100,000 or more.| 244 | Less than $100,000 but more than $50,000..| 244 50 
12 | San Francisco.) 172 | 120,000 or more.| 170 | Less than $120,000 but more than $55,000..| 170 55, 

















000 

000 " 

10 | Kansas City...) 279 | 75,000 or more.| 277 | Lessthan $75,000 but more than $40,000...) 277 40,000 or less. 
D : 000 
000 








1 | Boston........ 148 |$250,000 or more.| 148 | Less than $250,000 but more than $120,000.| 148 | $120,000 or less, 
2 | New York....} 160 | 190,000 or more.! 159 | Less than $190,000 but more than $70,000..! 159 70,000 or less. 
8 | Philadelphia..| 253 | 190,000 or more.| 252 | Less than $190,000 but more than $75,000..| 252 75,000 or less. 
4 | Cleveland..... 257 | 150,000 or more.| 255 | Less than $150,000 but more than $60,000..| 255 60,000 or less 
5 | Richmond..: 160 | 140,000 or more.} 158 | Less than $140,000 but more than $60,000..| 158 60,000 or less 
6 | Atlanta. ...... 126 | 180,000 or more.| 124 | Less than $130,000 but more than $60,000..} 124 60,000 or less 
7 | Chicago...... 319 | 120,006 or more.| 819 | Less than $120,000 but more than $55,000..| 319 55,000 or less 
8 | St. Louis..... 151 | 100,000 or more.| 151 | Less than $100,000 but more than $50,000..) 151 50, or less 
9 | Minneapolis..| 230 | 60,000 or more.| 230 | Lessthan $60,000 but more than $30,000../ 230 80, or less 
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DISTRICT No. 3. 
Federal Reserve Bank of Philadelphia. 


Oe a He National Bank, Wilmingto 
JERSEY: First National Bank qaseey y. 
ty National Bank, Newark. — 
PENNSYLVANIA: Philadelphia National Bank, Philadelphia. 
Bank-of North America, Philadelphia. 
DISTRICT No. 4. 
Federal Reserve Bank of Cleveland. 
Y: Phoenix & Third Nat. Bank, Lexington. 
OnTO: First National Bank, Cincinnati. 
First National i Cleveland. 
New First National Bank, Columbus. 
PENNSYLVANIA: Bank of Pittsburg, N. B. A. Pittsbure. 


DISTRICT No. 5. 
Federal Reserve Bank of Richmond. 


MARYLAND: Merchanis-Mech. Nat. Bank, Baltimore. 
NORTH CAROLINA: Murchison National Bank, Wilmington. 
SOUTH CAROLINA: Patmetto National Bank, Columb: 
VERGINIA: First National Bank, Roanoke. 
WRST VIRGINIA: Citizens National Bank, Charleston. 
DISTRICT No. 6. 
Federal Reserve Bank of Atlanta. 

ALABAMA: First National Bank, Montgomery. 
RIDA: ge National Bank, Tampa. 
LOUBSIAR fA: Hibernia National Bank, New Orleans. 

Miscussi Pri: First National Bank, Jackson. 
EE: First National Bank, Chattanooga. 
DISTRICT No. 7. 
Federal Reserve Bank of Chicago. 
ILLINOIS: Continental. & Com. Nat. Bank, Chicago. 
INDIANA: Nat. City Bk. of Indianapolis, Indianapolis. 
IOWA: First National Bank, Sioux 
5 First & Old Detroit Nat. Bk., Detro' 
WISCONSIN: Wisconsin National Bank, Milwaukee. 
DISTRICT No. 8. 

Federal Reserve Bank of St. Lonis. 
ARKANSAS: German National Bank, Little Rock. 
ILLINOIS: Ayers National Bank, Jacksonville. 
INDIANA: National Bavk, New Albany. 
KENTUCKY: National Bank of Kentucky, Louisville. 
TENNESSEE: First National Bank, Memphis. 


DISTRICT No. 9. 
Federal Reserve Bank of Minneapolis. 


MINNESOTA: Capital National Bank, St. Pant. 
MONTANA: Merchants National Bank, Billings. 
NORTH DAKOTA: First National Bank, Grand Forks. 
SOUTH DAKOTA: First National Bank, Tead. 
WISCONSIN Commercial National Bank, Oshkosh. 


DISTRICT No. 10. 
Federal Reserve Bank of Kansas City. 


COLORADO: Denver National Bank, Denver. 
NEBRASKA: Central National Bank, Lincoln. 

United States National Bank, Omaha. 
OKLAHOMA: First National Bank, Muskogee, 
WYOMING: Rawlins National Bank, Rawlins. 

DISTRICT No. 11. 
Federal Reserve Bank of Dallas. 

LOUISIANA: First National Bank, Shreveport. 
OKLAHOMA: National Bank, Durant. 
TEXAS: First National Bank, Paso. 

Union National Bank, Houston. 

Frost National Bank, San Antonio. 


DISTRICT No. 12. 
Federal Resérve Bank of San Francisco. 


ARIZONA: Phoenix National Bank, Phoenix 
CALIFORNIA: First National Bank, San Francisco. 
OREGON: First National Bank, Portland. 
UTAH: t National Bank, SaltLakeCity. 
WASHINGTON: National Bank of Commerce, Seattle. 


The execution of this certificate will practically 
eomplete the inc tion of each Federal Reserve Bank, 
and when filed with the C lier of the Currency, the 
election of Directors may be immediately proceeded with. 
The Board of each bank will consist of nine directors, six of 





‘these are elected by ballot “ the subseribing banks and 
Board. When 


three are appointed by the Federal Reserve 
this board has been organized the Comptroller of the Cur- 
rency will issue his certificate or heigl authorizing the 
Federal Reserve banks to a 

In to 


order to expedite the incorporation and organization 
‘of the several Federal Reserve ban the of the 


Committee has bo ng each bank desi mg 
that a special be called at once for purpese o 
passing a resolution authorizing its officers to execute the 
Organization Certificates. Arrangements have been made 
with each of the d banks to have their ta- 
tives meet in the office of the President of the Clearing 
House Association of each Federal Reserve city as soon as 
the resolution mailed to each bank has been passed by its 
board of directors. 

In the meantime the certificate of organization has been 
prepared by the Committee for each Federal Reserve Bank 
and will be mailed at once to the President of the Clearin 
House Association in each Federal Reserve city to ens held 
by him until the representatives of the designated ban 
can be convened. 

In the districts in the east and middle west the certif- 
icates will therefore probably be executed and returned to 
the Committee to be filed with the nay Poem 4 by May the 
16th or 17th and the western districts should be received 
very shortly thereafter. 

By the end of the month it is hoped that the Com- 
mittee will receive nominations for class “‘A’’ and class “B?* 
directors and the names of the District Reserve electors 
elected by the subscribing banks so that the vote a A be 
taken early in Jane. Forms for use in reporting elec- 
tion of District Reserve electors and the of 
candidates will be mailed to the several banks as soon as the 
Organization fs sega . been received and filed. 
ee ae the Committee to 

this election so that the Board of Directors of cach: Peters 
Reserve Bank may be organized in ample time to elect 
officers, select employees and cow A pve giganto 
the banks in actual operation by August first. 


A New Redemption Regulation. 

With a view to relieving the Treasury of the 
burden of increasing national bank note redemp- 
tious, the Treasurer of the United States issued a 
new regulation, under date of May 9, 1914, as 
follows: 

Amendnent to Section 24.—Express charges. 

“Express charges are paid by the Government 
on national bank notes sent to the Treasurer for 
redemption in sums or multiples of $500, when the 
same are unfit for circulation; but from all national 
bank notes sent in for redemption which this office 
deems fit for circulation, express charges will be 
deducted at contract rates from the proceeds of 
redemption.”” 

With the same purpose in view, the Comp- 
troller of the Currency issued an order, under date 
of May 21, 1914, as follows: 

“Hereafter all incomplete national bank eur- 
rency issued by this office will be sent direct to the 
bank of issue instead of to correspondents in reserve 








_|cities or other banks, as in some instances has been 


done in the past. Currency destined for remote 
districts will continue to be sent, if so requested, 
by registered mail, if the agent here to whom de- 
livered gives satisfactory guaranty to forward it 
directly to the bank of issue. This order is issued 
with the view to lessening the abnormal frequency 
of redemptions.’” 


THE NATIONAL CITY BANK OF NEW YORK 








